'At> THE WASHINGTON POST 


WXPosJ 



Following are excerpts of 
Mr, Nixon’s prepared speech 
on the economy last night: 

. • . Confronted with an 
unacceptable level of infla- 
tion on the one hand, and 
with a temporary slackening 
of economic activity on the 
other; many voices have 
lately been raised demand- 
ing some swift,' spectacular 
action. Some ask for reim- 
posing wage and price con- 
trols. Others recommend 
that we wring out the econ- 
omy with higher taxes or 
sharply restrict, even at the 
cost of a severe recession. 
On the other hand, there 
are those who urge that we 
should lower taxes in order 
to pump up the economy 
more rapidly. Others sug- 
gest that we should simply 
give up— that we should ac- 
cept a rampant inflation as 
a mysterious and incurable 
disease, and concentrate on 
learning to live with it. 

We are not going to do 
any of these things. Let me 
tell you why— and what we 
will do instead. 

If ejcperience teaches any- 
thing, it is that economic 
policies aimed exclusively at 
short-tjBrm relief too often 
bring long-term grief . . . 

Let me tell ^ou first what 
we are not going to do. 

We are not going to resort 
to the discredited patent 
medicine of wage and price 
controls. To return to con- 
trols now for temporary re- 
lief would only create new 
di$'tortions, and thus inten- 
sify our long-term difficul- 
ties. 

We are not going to re- 
spond to the short-term 
slack in the economy by 
priming the puhips of infla- 
tion with new deficit spend- 
ing, or with a new easing of 
credit, or with tax cuts that 
would only make inflation 
worse. This would be like 
pouring gasoline on a raging 
fire. 

Neither will we adminis- 
ter the shock treajfcment of a 
sudden drastic ' “wringing 
out” of inflation, the cost, of 
which in terms of 
unemployment 
unacceptable ... 7 

Our aim is to control Jim 
flation while continuing to 
produce more, , so that peo- 
ple can live better. The key ' 
to this lies in keeping our 
eye squarely on the long 
term — and in keeping it 
there even as we actively 
manage our short-term diffi- 
culties. It lies in choosing a 
sensible, realistic course and 


sticking to it, whatever the 
pressures . . , 

We will continue to moni- 
tor every sector of the econ- 
omy. We will take what ac- 
tions are necessary to pre- 
vent undue hardship. But 
we will not react either to 
general or to specific needs 
with gimmickry or emotion- 
alism, and we ydll continue 
steadily on our basic anti-in- 
flationary course. I 

A policy to check inflation 
is fundmentally a policy to 
curb the growth of demand 
relative to the growth of 
supply. In the short run, at- 
tention must focus on hold- 
ing down the increase in de- 
mand, because with few ex- 
ceptions increasing supply 
takes a considerable amount ' 
of time. 

There are exceptions, how- 
ever, where changes in gov- 
ernment policy can result in 
rapid expansion. Examples on 
which We have already acted 
include the turning back 
into production of tens of 
millions of acres of farm- 
land which had previously 
been kept idel, and the sale 
of excess government stock- 
piles of certain raw materi- 
als. 

In the longer run, we can 
focus more on increasing 
the growth of outpout — on 
producing moi;e rather than 
demanding less. So our 
,strategy must have two ele- 
ments— mainly restraining 
demand in the short run and^ 
expanding supply in the 
long run. 

The most obyious thing 
the federal government can 
do to restrain demand is to 
hold down its own spending. 
For the current fisical year, 
expenditures under the 
budget I submitted in Feb- 
ruary would be $305 bililon. 

A variety of forces; the most 
important being pending 
congressional legislation in 
excess of the budget, 
threaten to raise this to $312 
billion. Undoubtedly more 
spending proposals will be 
pressed in Congress in the 
months ahead. 

I will not accept ISiis infla- 
tion of the budget. On the 
contrary,*! I, am, determined 
tq 

i^^^^^^^S^ongres 
actions aht would raise to- 
tal spending above the 
budget. Beyond this, I have 
directed the heads of all fed- 
eral departments and agen- 
cies— without exception— to 
trim already-programmed 
federal spending toward 
that goal of $300 billion^ 

I have al^o ordered a re- 
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duction of 40,000 in the num- 
ber of federal employes pro- 
vided for in the budget for 
the current year. This alone 
will save $300 million. 

^ For the 1976 fiscal year— 
which begins in just eleven 
months — I shall submit a 
budget that will not only be 
in balance, but tlik will ac- 
tually reduce the rate of 
growth of federal spending 
— so that the increase from 
1975 to 1976 will be less than 
the increase from 1974 to 
1075, rather than more. 
When necessary, I shall pro- 
pose repeal of existing legis- 
lation that makes ' spending 
mandatory. 

Tqo weeks ago I signed 
the congressjional Budget 


and Impoundment Control 
Act of 1974. F(^ the first 
. 6 in our natiop;S history, 

'for ■ ’ 
consider the'^wfiblb budget 
comprehensively, not just 
its parts. It will be essential 
that this be used effectively 
with the clear, continuing 
objective of^ reducing or 
eliminating expenditures 
that would help some of the 
people but cause higher 
prices for all of the people. 


The President alone Wn- 
not cut the cost of govern- 
ment. This new law provides 
a means by which the Con- 
gress and the President come 
together to accomplish that 
goal. 

The other principal 
weapon in the government’ 
arsenal to control inflation 
is monetary policy— th^t is, 

, control over the expansion 
of money and creiiit- It is 
the function of the Federal 
Reserve System to maintain 
an adequate supply of 
money and credit, but to 
prevent • that supply from 
rising too fast. The Federal 
Reserve is doing so. Holding 
down money , and credit in 
the face of rapid inflation 
causes high interest rates, 

. w:hich nobody likes. But al- 
lowing more rapid monetary 
. ,<.^^^sion would soon cause'! 
^^I^ore rapid inflation 


higher ^Apcuuures d 

rates. Therefore, the^^dhllgf^ cannot be cut witl 
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shall provide the expansio: 
of money and credit neces 
sary to, support moderat 
growth of the economy, a 
reasonable prices . . . There 
will not be a credit crunch 
in which the money for es 
sential economic activity be- 
comes unavailable. 

As fartas the federal gov- 
ernment is concerned, we 
will cut the growth of fed- 
eral spending. We will hold 
down the growth of money 
and credit to check private 
spending. 

And I call on state and lo- 
cal governments, on busi- 
nesses and consumers to 
hold down their own spend- 
ihg and increase their own 
saving as their contribution 
to the fight against higher 
prices. T recognize that some 
Americans cannot cut their 
.. ®.P?Wing without real hard- 
Some expeditures 


the Federal Reserve is on is 
the necessary route to less 
. inflation and lower interest 
rates: ' 

Like any other part of the 
anti-inflation program, mon- 
etary restrainf can be over- 
done: It has not been over- 
done and it will not be. We 


out cutting production now 
or in the future. But mosi 
families could reduce or de 
fer some expenditure— build 
ing their savings instead-— 
Without hardship . . . 

I referred earlier to the 
significance 6f a $12 billion 
difference in the federal 


budget. A cut of only ond 
and a half per cent in per- 
sonal consumption expendi- 
tures— putting away 15 cents 
for every $10 spent_would 
make a similar difference 
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in the fight against inlia- 
tion. 

How rapidly we succeed 
in cutting inflation will also 
depend on business a: id 
labor. If they continue pus h- 
ing prices and wages rapidly 
upward, this will continue 
the inflationary pressure. 
But sales will suffer, because 
consumers will resist paying 
higher prices, and emplo^ 
ment will also suffer ho 
one will be better off. 
Before, in their own interest 
as well as in the nation ; t 
IS essential that business 
and labor act responsibly i i 
their price and wage d(?- 
mands. We shall not return 
to price and wage control^ 
But I shall use every influ- 
ence of the residency to 
bring about voluntary re- 
straint on the part of both 
business and labor. 

In the short run, as I have 
said, we must focus on 
measures tO " restrain de- 
mand. But to achieve prosi 
Perity without inflation in 
the long run, we must focua 
above all on producing 
niore, so that we can have 
Stiods and services 
without higher prices. 

example, government 
le^^ulations often require 
trucks to run empty— -both 

raising the 
cost to fhe consumer every- 
hing those trucks carry. l 
have directed a sweeping re- 
view 'of these policies, with 
the objective of recommend- 
ing those changes needed to 
being regulatory policies in 


line with the needs, of a new 
era when increasing prod- 
uctivity must be a primary 
means of achieving our pri- 
mary economic goal: pors- 
perity without inflation. 

Some of the most impor- 
tant regulations from tlm 
standpoint are npt federau, 
but state or local, such ^as 
obsolete building codes. 
Therefore, this review wili 
encompass the reforms 
needed at all levels. At the 
same time, I again urge the 
Congress to enact the regu- 
latory reforms that I have 
already proposed with re- 
spect to transportation and 
financial institutions, for ex- 
ample— in order to make 
oui' economic system : 
productive and less infla- 
tionary. 

We must ’ reevaluate the 
trade--off between increasing 
supplies and certain other 
objectives, such as improv- 
ing the environment and iti- 
creasing safety. These ari 
important, but we often 
have a tendency to push par- 
ticular social goals so fast or 
so far that other important 
economic goals are unduly 
sacrified. . . 

We will take new meas- 
ures to encourage productiv- 
ity, and to increase supplies 
ot scarce resom-ces. In par- 
ticular, we .are going to 
press vigorously, forward in 
increasing supplies of en- 
ergy and food — ^the biggest 
components of the recent in- 
flationary surge. 


